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FARMER  CREDIT  SURVEY,  MARCH  1978 


As  a  result  of  higher  production  costs  and  reduced  but   improving  farm  prices,  money  is 
tight  for  some  farmers.     Still,  most  U.S.   farmers  are  able  to  get  credit,  according  to 
a  March  1978  survey  by  USDA's  Economics,  Statistics,  and  Cooperatives  Service  (ESCS). 
This  12-State  survey  of  banks  and  Production  Credit  Associations  (PCA's)  reveals  the 
ability  of  farmers  to  secure  or  refinance  loans  at  those  institutions,  and  shows  how 
much  the  current  situation  differs  from  normal.     Detailed  results  are  reported  in 
tables  1-10. 

More  Farmers  Unable  to  Get  Loans,  Survey  Shows 

No  economic  shortage  of  loan  funds  to  the  farm  sector  is  evident,  but  marginal  opera- 
tors will  continue  to  have  problems  getting  credit  and  repaying  outstanding  loans.  A 
small  but  significant  number  of  borrowers  in  the  surveyed  States — about  twice  the 
normal  number — cannot  get  loan  funds  from  commercial  sources. 

The  ESCS  survey  sampled  883  of  the  5,328  banks  and  all  171  of  the  PCA's  in  12  States 
hit  hard  by  reduced   income  and  cash  flow  problems — Colorado,  Georgia,   Indiana,  Iowa, 
Kansas,  Minnesota,  Montana,  Nebraska,  North  Dakota,  Oklahoma,  South  Dakota,  and 
Texas . 

Bankers  in  the  12  States  had  714,000  farm  nonreal  estate  loan  borrowers,  and  PCA's 
had  about  90,000  with  some  operators  having  loans  from  both  institutions. 

banks  reported  that  about  3  percent  or  22,000  of  their  1977  borrowers  v/ould  not 
qualify  for  nonreal  estate  loans  this  year — up  from  about  1  percent  or  about  9,000 
borrowers  in  a  normal  year.     PCA's  reported  about  4  percent  not  qualified — up  from 
a  normal  2  percent.     About  twice  the  normal  number  are  borrowed  up  to  their  maximum 
limit  and  ineligible  for  further  loans. 

Of  the  253,000  borrowers  applying  for  loans  from  banks  between  January  1  and  March  15, 
1978,  about  6  percent  or  14,700  had  been  refused  loans — up  from  a  normal  4  percent 
for  this  time  of  year.     PCA's  experienced  a  similar  increase  in  the  rate  of  loan  re- 
fusals . 

In  addition,  many  farmers  have  avoided  delinquency  by  refinancing  debts  to  a  longer 
term  basis  to  reduce  annual  pajmients .     At  banks,  borrowers  refinancing  short-term 
loans  into  real  estate  debt  rose  sharply  from  a  normal  of  2  percent  or  about  18,000 
at  banks  to  about  7  percent  or  50,000.     PCA's  also  experienced  a  sharp  increase  from 
about  3,000  to  8,400  borrowers  or  from  3  to  9  percent  of  all  PCA  borrowers  in  the 
12  States. 

About  60  percent  of  all  bankers  reporting  said  that  borrowers  not  qualified  were 
poor  managers,   73  percent  cited  inadequate  equity,  and  two-thirds  reported  that 
borrowers  had  sufficient  income  prospects.     In  Montana,  98  percent  of  bankers  said 
those  not  qualifying  had  inadequate  income.     In  Texas,  only  44  percent  listed  in- 
adequate income  as  important.     For  PCA's,  over  80  percent  indicated  that  borrowers 
not  qualifying  had  inadequate  income  and  insufficient  equity.     In  three  States, 
Kansas,  Minnesota,  and  Montana,  100  percent  of  the  PCA's  reported  inadequate  income 
as  a  primary  factor. 
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Bankers,  PCA' s  Describe  Farm  Loan  Portfolios 


For  the  banks  surveyed,  bank  deposits  grew  by  13  percent  during  1977.     Total  bank  loans 
increased  by  17  percent  and  farm  loans  grew  by  10  percent.     In  Minnesota,   Indiana,  and 
Iowa  farm  loans  and  total  loans  grew  faster  than  deposits.     In  Oklahoma  and  Texas  farm 
loans  increased  at  nearly  the  same  rate  as  deposits.     PCA  loan  activity  actually  de- 
clined in  Colorado  and  Texas.     No  change  occurred  in  Montana,  but  PCA  loans  increased 
sharply  in  Indiana. 

Bank  loan-to-deposit  ratios  appear  high  compared  to  conditions  earlier  in  this  decade 
and  banks  in  three  States  had  an  average  loan-to-deposit  ratio  higher  than  they  de- 
sired.    Banks  in  Colorado,  Minnesota,  North  Dakota,  Oklahoma,  Georgia,  and  Indiana 
appeared  to  have  relatively  more  funds  to  lend  than  in  the  remaining  States,  while 
banks  in  Iowa,  Nebraska,  South  Dakota,  and  Texas  appeared  to  be  the  shortest  on  loan 
funds. 

In  general,  banks  were  optimistic  about  the  quality  of  their  farm  loan  portfolio  with 
nearly  75  percent  saying  that  it  was  as  good  as  or  better  than  a  year  ago.  However, 
47  percent  of  PCA's  said  the  quality  of  their  portfolio  had  deteriorated.     Bankers  in 
Nebraska,  North  Dakota,  and  Colorado  tended  to  be  the  most  pessimistic.     PCA's  in  Kan- 
sas and  Montana  were  most  pessimistic. 

Over  85  percent  of  all  bankers  reporting  indicated  the  quality  of  their  farm  loan  port- 
folio was  as  good  as  or  better  than  their  nonfarm  portfolio. 

Noncommercial  Loans  Reduce  Financial  Distress  for  Many 

Many  of  those  refused  by  the  commercial  lenders  have  probably  turned  to  the  Farmers 
Home  Administration  (FmHA)   for  assistance.     Large  increases  in  both  FmHA  and  Small 
Business  Association  (SBA)  emergency  loans  seem  to  have  reduced  the  financial  stress 
of  farm  borrowers.     In  the  12  States  surveyed,  nonreal  estate  debt  outstanding  from 
FmHA  rose  by  87  percent  during  1977,  and  4  percent  of  all  farmers  (or  40,810)  have 
loans  through  the  FmHA  or  SBA  emergency  loan  programs.     The  inflow  of  CCC  loans,  wheat 
deficiency  payments,  and  FmHA  emergency  loans  has  increased  deposits  at  commercial 
banks  and  also  increased  loan  repajrments  at  banks  and  PCA's  since  late  1977. 


Table  1 — Commercial  banks:     Percentage  change  in  the  dollar  value  of 

deposits,  total  loans,  and  farm  nonreal  estate  loans  between 
January  1,  197  7  and  January  1,  1978 


State  : 

Deposits 

:         Total  loans  : 

Farm  nonreal  estate  loans 

Percent  change 

Colorado 

18 

13 

3 

Kansas 

19 

12 

4 

Minnesota 

12 

17 

13 

Montana 

11 

13 

3 

Nebraska 

14 

12 

5 

North  Dakota 

10 

11 

5 

Oklahoma 

11 

18 

11 

South  Dakota 

8 

12 

9 

Texas 

13 

18 

12 

Georgia 

14 

14 

5 

Indiana 

:  12 

19 

19 

Iowa 

:  13 

20 

18 

12-State  avg. 

13 

17 

10 
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Table  4 — Commercial  banks:  Percent  of  respondents  indicating 
inadequate  income,   insufficient  equity,  or  poor 
management  as  a  major  reason  for  farm  borrowers  not 
qualifying  for  financing  in  1978 


State 

:  income 

*  Tn<?ii"F'F7f*iPnf" 

:  equity 

•        Poo  r 
:  management 

:  Other 

Percent 

Col orado 

75 

71 

53 

29 

Kansas 

70 

66 

74 

13 

Minnesota 

:  63 

72 

68 

9 

Mont  ana 

98 

81 

67 

34 

Nebraska 

75 

87 

62 

12 

North  Dakota 

90 

93 

79 

20 

Oklahoma 

71 

82 

28 

2 

South  Dakota 

60 

43 

63 

20 

Texas 

44 

75 

60 

19 

Georgi  a 

66 

60 

36 

14 

Indi  ana 

54 

40 

61 

11 

Iowa 

69 

79 

73 

14 

12-State  avg. 

66 

73 

63 

15 

Table  5 — Commercial  banks:  Rate  of  refusal  of  applicants  for  new 
nonreal  estate  loans  or  additions  to  old  nonreal  estate 
loans  between  January  1,   1978  and  March  15,  1978 


State 

Rate  of  refusal  : 

Normal  rate  of  refusal 

Percent 

Colorado 

7 

4 

Kansas 

5 

2 

Minnesota 

4 

2 

Montana 

4 

3 

Nebraska 

11 

5 

North  Dakota 

6 

2 

Oklahoma 

4 

2 

South  Dakota 

5 

3 

Texas 

14 

9 

Georgia 

7 

5 

Indi  ana 

4 

3 

Iowa 

2 

3 

12-State  avg. 

6 

4 

5 


Table  6 — Commercial  banks:     Percent  of  farm  borrowers  who 

refinanced  short-term  debt  into  real  estate  secured 
loans  during  the  past  year 


Re  f i  nanced 

:  Normal 

rate  of 

State 

during  past  year 

:           re  f  i 

nanc  i  ng 

Percent 

Colorado 

:  13 

4 

Kansas 

7 

2 

Minnesota 

:  5 

3 

Mont  ana 

11 

3 

Nebraska 

:  7 

3 

North  Dakota 

8 

2 

Oklahoma 

3 

2 

South  Dakota 

19 

6 

Texas 

6 

2 

Georgia 

25 

6 

Indiana 

3 

2 

Iowa 

5 

2 

12-State  avg. 

7 

2 

Table  7 — Commercial  banks:     Percent  of  respondents  indicating  that 
the  quality  of  the  bank  farm  loan  portfolio  increased  or 
decreased  compared  to  a  year  ago 


State 

Qual i  ty 
i  ncreased 

Quality  : 
remained  the  same  : 

Qual i  ty 
decreased 

Percent 

Colorado 

21 

41 

38 

Kansas 

29 

36 

34 

Minnesota 

20 

67 

13 

Mont  ana 

44 

37 

19 

Nebraska 

21 

39 

40 

North  Dakota 

:  11 

49 

39 

Oklahoma 

31 

61 

9 

South  Dakota 

:  21 

43 

36 

Texas 

33 

42 

25 

Georgia 

37 

55 

8 

Indi  ana 

3 

77 

20 

Iowa 

23 

48 

29 

12-State  avg. 

:  26 

50 

24 

6 


Table   8 — Coinmercial    banks:     Comparison  of  the  overall   quality  of 
the  farm  loan  portfolio  with  the  overall   quality  of  all 
other  business  loans 


State 

Qua  1 i  t y  of 

farm  1 oan 

por  t  f o 1 1 o 

Better  : 

Same 

;  Lower 

Percent 

Col  or ado 

35 

35 

30 

Kansas 

25 

62 

1  3 

Minnesot  a 

47 

48 

6 

hont  ana 

39 

45 

16 

Nebraska 

31 

58 

10 

North  Dakota 

22 

71 

6 

Oklahoma 

20 

63 

1  8 

South  Dakota 

12 

71 

18 

Texas 

3 

76 

21 

Georgi  a 

6 

89 

5 

Indi  ana 

40 

45 

15 

Iowa 

38 

54 

8 

12-State  avg . 

25 

62 

13 

7 


Table  9 — Percentage  change  in  Production  Credit  Association  loan 
activity  in  the  12-State  area  surveyed 


Percent 


Increase  in  the  dollar  amount  of  loans 
between  January  1,   1977  and  January  1,   1978  +  6 

Borrowers   financed  last  year  but  not  qualifying  in  1978  +  4 

Normally  not   qualifying  +  2 

Borrowers   financed  last  year  but  not  currently  qualifying 
for  additional  nonreal  estate  loans  +  9 

Not   qualifying  last  year  +  7 

Normally  not   qualifying  +4  +4 

Difference  +5  -^3 

Percent  of  respondents  indicating  the  following  major  reasons 
for  borrowers  not  qualifying  for  financing  in  1978: 

Inadequate  income  +82 

Insufficient  equity  +81 

Poor  management  +67 

Other  +16 

Rate  of  refusal   of  applicants   for  new  nonreal  estate 
loans  or  additions  to  old  nonreal  estate  loans  between 
January  1,   1978  and  March  15,   1978  +  9 

Normal  rate  of  refusal  +  7 

Difference  +  2 

Farm  borrowers  who  refinanced  short-term  debt   into  real 

estate  secured  loans  during  the  past  year  +  9 

Normal  rate  of  refinancing  +  3 

Difference  +  6 

Percent  of  respondents   indicating  that   the  quality  of 
the  loan  portfolio  had  done  one  of  the  following: 

Increased  +26 
Remained  the  same  +27 
Decreased  +47 
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Table  10 — Commercial  bank  borrowers  in  the  12-State  area  surveyed 


Number  of  nonreal  estate  loan  borrowers 


714,000 


Number  of  borrowers  financed  last  year,  but 
not  qualifying  in  1978 


Number  normally  not  qualifying 


Difference 


Number  of  borrowers  currently  not  qualifying 
for  additional  nonreal  estate  loans 

Number  not  qualifying  one  year  ago 
Number  normally  not  qualifying 

Difference 

Number  of  applications  for  nonreal  estate  loans 
between  January  1,  1978  and  March  15,  1978 


Number  refused 

Number  normally  refused 


Difference 


Number  of  borrowers  refinancing  short-term  loans 
into  real  estate  secured  loans  during  the  past 
year 

Number  normally  refinancing 
short-term  into  long-term  debt 


22,300 

9  ,000 
13,300 

42,000 

23,100 
18,900 

253,000 


50,000 
17 ,700 


35,400 
23 ,100 
12,300 


14,700 
9,100 
5,600 


Difference 


32,300 
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